NEW TAX RELIEF FOR VOCATIONAL TRAINING 
Note by the Inland Revenue 



This note is for all organisations which provide training 
leading to National Vocational Qualifications (NVQs) or 
Scottish Vocational Qualif ications (SVQs) for which fees 
are charged. 



1 . Introduction 

1.1 This note is to let you know about the new tax relief 
for vocational training which was announced in this year's 
Budget, and to describe the Government's proposals for 
administering the relief. 

1.2 In drawing up the statutory Regulations providing for 
the operation of the scheme the Inland Revenue wish to take 
into account the views of interested parties. The 
objective is to make the administrative arrangements as 
simple as possible to operate while remaining consistent 
with the law, and the need for efficiency and proper 
stewardship of public funds. 

1.3 We would welcome comments from training organisations, 
representative bodies, and others with an interest in these 
matters, on the proposals for the administrative 
arrangements. If you have any comments please send them, by 
16 September 1991, to the address at the end of this note. 

1.4 It is also most important that any training 
organisation which will be providing training for NVQs and 
SVQs, for which fees are charged to individual trainees should 
register with the Inland Revenue so that information about 
operating the new tax relief can be sent well in advance of April 
1992. Such training organisations are asked to complete the 
registration slip at the end of this note as soon as possible. 

2 . Outline of the Relief 

2.1 The relief will start on 6 April 1992. It will be 
given for payments (including VAT where applicable) made on or 
after that date ("regardless of when the training began) for 
training leading to National Vocational Qualifications and 
Scottish Vocational Qualifications up to and including level 4. 

2.2 To obtain relief trainees will be entitled to deduct a 
sum equivalent to the basic rate of tax (currently 25%) from 
the study, examination or assessment fees paid to training 
organisations. Where relief is due to a trainee liable at the 
higher rate of tax, relief over and above basic rate will be 
given by the trainee's normal tax office. 
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2.3 Giving relief at source by deduction from study, examination 
or assessment fees will mean that trainees will psy the training 
organisation only 75 per cent of the amount of the fees due 
(assuming 1991/92 tax rates). Training organisations will then 
be able to claim repayment of the basic rate tax - the remaining 
25 per cent of the cost of the course - direct from the Inland 

Revenue . 

3 . Who will be entitled to relief? 

3.1 Since the relief will be given by deduction from course 
fees it will not matter whether or not the trainee is a 
taxpayer. But to qualify for relief trainees must meet the 
following conditions when the payment of fees is made: 

a. the trainee must be resident in the UK. Information on 
residence for tax purposes is available in Inland 
Revenue leaflet IR20. Generally a person is regarded 
as resident in the United Kingdom for a tax year if he 
or she is physically present for a period or periods 
amounting to six months or more in total. A person may 
also be regarded as resident if he or she visits the 
United Kingdom regularly each year for substantial 
periods . 

b. the trainee must not be receiving or be entitled 
to receive financial assistance from any public 
body in respect of the course. (Details of those 
forms of assistance which will disqualify a 
trainee from relief will be set out in Treasury 
Regulations to be published later in the year. 

Where a trainee receives or is entitled to any 
such assistance in respect of a course there will 
be no tax relief on the fees paid for the course.) 

c. the trainee must not be entitled to claim any 
other tax relief in respect of the payment. 

3.2 Trainees will have to complete a declaration that these 
conditions are satisfied whenever a payment qualifying for tax 
relief is made. (This is described more fully in section 9 
below.) Full guidance, including a list of the sorts of public 
financial assistance which will disqualify a trainee from relief 
will be given in the notes which will accompany the declaration. 

3.3 If a trainee receives a payment from his employer towards 
the cost of the course he will not be excluded from the relief. 
(But the amount recieved from the employer will count as pay for 
tax purposes and will be subject to PAYE). 

4 . Will all training providers have to give relief at source? 

4.1 Yes. Any UK training organisation providing training 
towards NVQs or SVQs must accept payment of course fees and 
other qualifying payments net of tax from 6 April 1992 where 
the payment is made by a trainee who completes a declaration 
that he or she is entitled to relief. This includes 
organisations which provide open and flexible learning. 
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4.2 In addition, any awarding bodies which accept payment direct 
from trainees for examination, registration and similar fees for 
NVQs or SVQs must also accept those payments net of basic rate 
tax, where the trainee is entitled to relief, and will therefore 
need to register and operate the scheme. 

5 . Which courses will qualify for relief? 

5.1 Relief will be available for training leading to 
National Vocational Qualifications and Scottish Vocational 
Qualifications up to and including level 4. These are 
nationally recognised qualifications accredited by the 
National Council for Vocational Qualifications in England, 

Wales and Northern Ireland, and by the Scottish Vocational 
Education Council. Qualifications at level 5 will not be covered 
by the relief. 

5.2 Any "unit of competence" which explicitly goes towards 
making up an NVQ or SVQ will attract relief. But relief will not 
extend to any general educational qualifications, such as GCSEs 
or A levels (or Standard Grades and Highers in Scotland) even 
where these are undertaken as a preliminary to NVQ or SVQ study. 

5.3 Listing of accredited NVQs and SVQs can be obtaineo from 
NCVQ at 222 Euston Road, London, NW1 2BZ or SCQTVEC at Hanover 
House, 24 Douglas Street, Glasgow, G2 7NQ . 

6 . What payments will be eligible for tax relief? 

6.1 Relief will apply to fees payable in connection with 
undertaking the course, that is, primarily, study, examination, 
and registration fees. Relief will also be available for xees 
payable for assessment purposes , including assessment of pr io r 
learning, or payment for any consequent award or certificate, or 
entry in an official register, such as the National Record of 
Achievement or the Record of Education and Training (Scotland) . 

6.2 Relief will not extend to payments for equipment or 

text books issued for the students retention, nor to the costs of 
travelling or subsistence in connection with the training. Where 
the cost of a course includes the cost of books or equipment 
combined with the study fees, only the study fees will be 
eligible for relief. So the amount attributable to study fees 
will need to be separated from the total combined cost in 
calculating the relief due. However, the provision of printed 
course material, or audio, video or computer based materials, or 
the sort normally published "in-house", for open learning courses 
for example, will not affect the relief due. Broadly, text books 
and other materials available commercially from third-parties 
will not qualify for relief; but materials which are integral to 
the training being undertaken will qualify. 
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7. The Administrative Arrangements 



7.1 The administration of the relief will be governed by 
statutory regulations which will be drawn up and published 
in draft later this year. 

7.2 The administrative arrangements will inevitably mean 
some additional work for training organisations. But the 
Government's aim is to keep this work to a minimum. 
Preliminary proposals for the administration of the scheme 
and what training organisations will need to do are 
described in more detail below. 



8 . How will tax relief be given? 

8.1 The provision in this year's Finance Bill (copy attached) 
gives an entitlement to eligible trainees to deduct tax at 
the basic rate from the payments they make for qualifying 
courses of training. The training organisation will 
normally calculate the amount of the relief, deduct that 
amount from the fee and charge eligible trainees a net 
amount . 

8.2 A trainee who wishes to have tax relief for a 
qualifying course of vocational training will need to 
satisfy the three main requirements for the relief described 
in section 3 above. So the trainee will need to certify 
that he is eligible for relief. Training providers 

will not be expected to screen the declarations made by 
individual trainees, nor will they have any responsibility for 
the correctness of the declarations. But they will need to 
exercise reasonable care in the handling of certificates and will 
need, in particular, to ensure that all certificates are fully 
completed . 

8.3 To substantiate the claim for reimbursement the training 
organisation will separately need to certify that the net fee has 
been paid and that both the course and the payment qualify for 
tax relief. That is that the training is of a kind leading to an 
NVQ or SVQ and that the payment relates to course fees, 
examinations or other qualifying expenditure. (This information 
will also be needed as a record for Inland Revenue checking 
purposes and, where appropriate, for the trainee to claim higher 
rate relief . ) 

9 . Documentation 

9.1 It is proposed that both the certification requirements 
described above and the details of the qualifying course 
fees and tax relief given will be included in a single form 
completed jointly by the trainee and the training provider 
when each payment for qualifying training is made. 

9.2 The form will be divided into two sections. The first 
section will be completed by the training organisation. In 
addition to such basic information as the name and address 
of the training organisation, and its Inland Revenue 
reference for the relief, it will also need to include the 
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title and NVQ/SVQ data base reference of the NVQ or SVQ unit(s) 
to which the course can lead, the amount of the qualifying 
payment and the amount deducted for tax relief. Finally the 
organisation will need to certify that the payment and the course 
qualify for relief and that the net amount was paid. 

9.3 The second section of the form will be completed by the 
trainee to include name, address, date of birth and tax office 
reference number (if known). Finally the trainee will be asked 
to certify that he satisfies the conditions for the relief 
described in paragraph 3.1 above which will be printed on the 
form . 

9.4 The form will be supported by notes describing the relief 
and in particular will give details of the sorts of public 
financial assistance which will disqualify a trainee from relief. 

9.5 The form will be in three parts: one part will be sent 
to the Inland Revenue, one part retained by the training 
organisation, and one part for the trainee to send to the 
tax office, if appropriate, in connection with a claim for 
higher rate tax relief. 

9.6 We envisage that the form will normally be completed 
with other course documentation when the student enrolls, 
whether in person or, in the case of correspondence courses, 
by post. 

9.7 Where the relief is due on a separate payment for such 
things as an examination fee or entry in a record which is 
not included as part of the course fee paid to the provider 
of training, a separate form will have to be completed by 
the awarding or assessing body receiving the payment and by 
the student. 

9.8 Supplies of the form will be distributed to training 
organisations who register with the Inland Revenue (see the 
paragraph at the end of this note) in good time to 
familiarise themselves with the form before they start 
operating the relief next April. 

10. How will training organisations claim 
reimbursement of tax relief deducted from fees? 



10.1 We propose that training organisations should be able 
to claim interim repayment of the basic rate tax deducted 
from fees at monthly intervals (or, if a training 
organisation prefers, at longer intervals agreed with the 
Inland Revenue). Because we intend the monthly repayments 
to be handled with as little administrative complexity as 
possible, a more formal annual claim will also be required 
to tie together all of the interim claims made during the 
year. 
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10.2 Training organisations which have registered with the 
Inland Revenue will be given a supply of claim forms which 
they will need to complete to obtain interim repayment of 
the relief given. The form will need to show the total 
amount claimed (not the individual amounts deducted from 
fees by each trainee) , together with the training 
organisation's bank account number and sort code. It will 
need to be signed by an authorised officer certifying that the 
claim is in accordance with the regulations, that the required 
records are being kept, that the claim relates to qualifying 
payments, and that any excess amount claimed will be refunded. 

The interim claim will be supported by the Inland Revenue's 
copies of the individual certificates for each payment, submitted 
either with the claim or previously in batches as they 
accumulate, at, say weekly intervals. The prior submission of 
certificates for processing will speed the handling of the 
interim claims. No special form will need to be completed for 
the prior submission of certificates, for which a "Freepost" 
number will probably be available. 

10.3 It is of course possible that, for some reason, net fees may 
be refunded to a trainee, either wholly or in part. Where that 
happens an appropriate part of the basic rate tax previously 
reclaimed by the training organisation in respect of those fees 
will have to be repaid to the Inland Revenue. That will normally 
be effected by a set off against a current claim. 

10.4 As indicated above, interim claims will be, as with all 
other relief at source schemes, subject to a more formal annual 
claim which will need to be certified by an independent auditor 
and which will show a summary of the interim claims and make any 
adjustments necessary as a result of the annual accounting. The 
auditors certificate will confirm that he has examined the 
training organisat ions records and that in his opinion 
appropriate records have been kept and that the amounts in the 
annual claim are in accordance with those records. 

10.5 All claims will be processed at the Inland Revenue's office 
in Bootle, whose address is given at the end of this note. 

10.6 Once a training organisation's claim form has been processed 
the amount due will be paid by direct transfer to the 
organisation's bank account via the Banks Automated Clearing 
Services (BACS) Limited system. The timetable for submission of 
training providers' claims - both interim and annual - and for 
repayments will be set out in the Statutory Regulations. As a 
guide, the total period between the date of claim and the date of 
payment would normally be around six weeks so that, for example, 

a claim to 5 May would need to be submitted by 15 May for payment 
to be made by 15 June. 

10.7 Each organisation will be notified separately of the date 
within the month by which they will need to submit their interim 
and annual claims and the date on which repayments will be made. 

10.8 To assist the speedy and efficient handling of claims, 
organisations operating through a number of different branches 
should, wherever possible, provide a single combined claim from 
their central (head) office. 
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11 • What records will organisations need to keep for later 

checking? 



11.1 As the Inland Revenue will have responsibility for 
ensuring that the relief is being operated correctly by 
trainers and trainees according to law, the statutory 
regulations will provide for the Inland Revenue to inspect 
records relating to the training course in order to carry 
out appropriate compliance checks. As with other reliefs 
where tax is deducted at source, the regulations are likely 
to specify that within 14 days of notice being given the 
provider is to make available for inspection by an 
authorised officer of the Inland Revenue documents 
(including books and other records) in his possession or 
under his control containing information relating to fees 
received, from which tax relief has been deducted, and the 
provision of the qualifying training which underlay the 
relief. 

11.2 The regulations will also provide that training providers 
shall keep and preserve sufficient records for this purpose. It 
will therefore be necessary for organisations to keep records of 
trainees undergoing qualifying training, the courses they took 
and the amounts of qualifying payments on which tax relief will 
have been given. 

11.3 Much of the necessary information for this purpose will be 
capable of being built up from the providers' copies of the 
three-part forms mentioned in paragraph 9 above, which will 
provide a record of the numbers of trainees, details of the 
courses they took and the amounts paid. We envisage that other 
records to provide appropriate cross-checks would be normally 
maintained by the providers at present for their internal 
administrative purposes such as normal registration, attendance 
and similar records. We further envisage that the Regulations 
will require the relevant documents to be kept for a period of 3 
years during which period the Revenue may (though will not 
necessarily) wish to refer to them. 

11.4 As with other relief at source schemes there are also 
provisions which apply to training providers enabling the Inland 
Revenue to assess and collect tax which has been repaid in error 
or where excessive relief has been given, and to charge interest 
and penalties where incorrect claims for repayment have been made 
fraudulently or negligently. There will also be provision for 
penalties to be charged where information requested for checking 
is not supplied. 
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12. What do training organisations need to do now? 

12.1 It is most important that training organisations which 
will be providing NVQ and SVQ training after 5 April 1992 
should register with the Inland Revenue as soon as possible , 
giving the name of a contact (a liaison officer). This will 
allow" us to ensure that, by 6 April next year, arrangements 
are well in place for organisations to claim repayment of 
the basic rate, tax deducted from fees they charge trainees. 

Could you please therefore complete the form below. 

12.2 Organisations which register will, before next April, 

be given full and detailed guidance on what they will need to do 
in relation to the relief. 

Address for registration or comments 

The address to which organisations should write to register 
with the Inland Revenue in connection with the relief, or to 
comment on the proposals in this note, is 

Mr D Lipsey 

Inland Revenue (Claims Branch) 

Savings and Investments 
(Vocational Training Unit) 

St John's House 
Merton Road 
BOOTLE 

Merseyside L69 9BB 

When writing please give the name of a contact point 
(liaison officer). 



TAX RELIEF FOR VOCATIONAL TRAINING 
REGISTRATION FORM FOR TRAINING PROVIDERS 



We provide NVQ or SVQ training and charge fees to 
individuals for that training. We wish to register with the 
Inland Revenue so as to claim repayments of tax deducted 
from our fees from April 1992. 

NAME OF TRAINING PROVIDER 



ADDRESS 



LIAISON OFFICER 
TELEPHONE NUMBER 



POSTCODE 

POSITION 
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Vocational training 

32. —(1) This section applies where— 

(a) on or after 6th April 1992 an individual resident in the United 

35 Kingdom makes a payment in respect of a qualifying course of 

vocational training, 

(b) the payment is made in respect of an allowable expense, 

(c) the payment is made in connection with the individual’s own 

training, 

40 (d) at the time the payment is made, the individual has not received 

in relation to the course, and is not entitled to receive in relation 
to it, any public financial assistance of a description specified in 
regulations made by the Treasury for the purposes of this 
paragraph, and 

45 (e) the individual is not entitled to claim any relief or deduction in 

respect of the payment under any other provision of the Income 
Tax Acts. 
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Relief. 



Finance 



Part n (2) The payment shall be deducted from or set-off against the income 
of the individual for the year of assessment in which it is made; but relief 
under this subsection shall be given only on a claim made for the purpose, 
except where subsections (3) to (5) below apply. 

(3) In such cases and subject to such conditions as the Board may 5 
specify in regulations, relief under subsection (2) above shall be given m 
accordance with subsections (4) and (5) below. 

(4) An individual who is entitled to such relief in respect of a payment 
may deduct and retain out of it an amount equal to income tax on it at the 
basic rate for the year of assessment in which it is made. 

(5) The person to whom the payment is made- 

fa) shall accept the amount paid after deduction in discharge of the 
individual’s liability to the same extent as if the deduction had 
not been made, and 

(b) may, on making a claim, recover from the Board an amount 15 
equal to the amount deducted. 

(6) The Treasury may make regulations providing that in 
circumstances prescribed in the regulations 

(a) an individual who makes, in respect of a qualifying course of 

vocational training, a payment in respect of an allowable 20 
expense shall cease to be and be treated as not having been 
entitled to relief under subsection (2) above in respect of the 
payment or such part of it as may be determined in accordance 
with the regulations; and 

(b) he or the person to whom the payment was made (depending on 25 
the terms of the regulations) shall account to the Board for tax 
from which relief has been given on the basis that the individual 

was so entitled. 

(7) Regulations under subsection (6) above may include provision 
adapting or modifying the effect of any enactment relating to income tax 30 
in order to secure the performance of any obligation imposed under 
paragraph (b) of that subsection. 

(8) In subsection (l)(a) above, the reference to an individual resident 
in the United Kingdom includes an individual performing duties which 

are treated by virtue of section 132(4)(a) of the Taxes Act 1988 as 35 
performed in the United Kingdom. 

(9) For the purposes of this section, a payment made in respect of a 
qualifying course of vocational training is made in respect of an allowable 

expense if— 

(a) it is made in respect of fees payable in connection with 40 

undertaking the course, including fees payable for assessment 
purposes, or 

(b) it is made in respect of fees payable in connection with the 

making, as a result of having undertaken the course, of any 
entry in an official register or any award. 45 

(10) In this section, “qualifying course of vocational training” means 
any programme of activity capable of counting towards a qualification— 

(a) accredited as a National Vocational Qualification by the 
National Council for Vocational Qualifications, or 
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Finance 



(b) accredited as a Scottish Vocational Qualification by the Scottish Part JJ 
Vocational Education Council, 

except a qualification at the highest of the levels defined by the Council 
referred to in paragraph (a) or (b) above (as the case may be). 



33. — (1) The Board may by regulations — Section 32: 

(a) provide that a claim under section 32(2) or (5)(b) above shall be su PP lementai y 
made in such form and manner, shall be made at such time, and 
shall be accompanied by such documents, as may be prescribed; 

(b) make provision, in relation to payments in respect of which a 
person is entitled to relief under section 32 above, for persons 
who provide vocational training courses to give, in such 
circumstances as may be prescribed, certificates of payment in 
such form as may be prescribed to such persons as may be 
prescribed; 

(c) provide that a person who provides (or has at any time provided) 
training courses which are (or were) qualifying courses of 
vocational training for the purposes of section 32 above shall 
comply with any notice which is served on him by the Board and 
which requires him within a prescribed period to make available 
for the Board’s inspection documents (of a prescribed kind) 
relating to such courses; 

(d) provide that persons of such description as may be prescribed 
shall, within a prescribed period of being required to do so by 
the Board, furnish to the Board information (of a prescribed 
kind) about training courses which are qualifying courses of 
vocational training for the purposes of section 32 above; 

(e) make provision generally as to administration in connection with 
section 32 above. 

(2) The words “Regulations under section 33 of the Finance Act 1991” 

30 shall be added at the end of each column in the Table in section 98 of the 

Taxes Management Act 1970 (penalties for failure to furnish information 1970 c. 9. 

etc.). 

(3) The following provisions of the Taxes Management Act 1970, 
namely— 

35 (a) section 29(3)(c) (excessive relief), 

(b) section 30 (tax repaid in error etc.), 

(c) section 88 (interest), and 

(d) section 95 (incorrect return or accounts), 

shall apply in relation to the payment of an amount claimed under section 
40 32(5 )(b) above to which the claimant was not entitled as if it had been 

income tax repaid as a relief which was not due. 

(4) In sections 257B(2), 257D(8) and 265(3) of the Taxes Act 1988, 
after paragraph (d) there shall be inserted or 

(e) on account of any payments to which section 32(4) of the 
45 Finance Act 1991 applies.” 

(5) In subsection (1) above, “prescribed” means prescribed by or, in 
relation to form, under the regulations. 
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